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Terminology Department
Conducted

by the Special Committee on Accounting Terminology of
the American Institute of Acc
ountants

The committee on terminology presents in this issue of The Journal
Accountancy tentative definitions of assets and some of the more
important derivatives thereof; also a list of the various kinds of assets
which the committee has compiled to date:
ASSETS:
The entire property of all kinds of an individual, corporation, asso
ciation or estate available for or subject to the payment of debts.
In law the word frequently has a restricted meaning, especially in
respect to bankruptcy, receiverships, and the administration of estates, and
indicates the fund out of which debts can be paid.
Conventionally, debit balances subject to final disposition, such as
deferred charges, discount on capital stock, prepayments and other sus
pense items, are classified as assets at closing periods even though the
stated values rarely represent the realizable values available for or subject
to the payment of debts.
For balancing purposes “deficit” is not infrequently included in the total
assets; the committee believes, however, that this practice is not only
misleading but incorrect, and strongly recommends an intermediate footing
before stating the deficit.
The word “assets” is derived from the French “assez,” meaning
“sufficient,” and originally signified a sufficiency of property to pay the
decedent’s debts.
ADMISSIBLE ASSETS:
Assets which may be included, by virtue of recent federal revenue
acts, in the computation of invested capital for profits-tax purposes.
CAPITAL ASSETS:
Assets of a permanent nature or intended for long-continued use or
possession, which are employed in or necessary for the conduct of an
undertaking and reflect the investment of capital for the purpose of
producing revenue. Specifically:
(a) Tangible assets, e.g., land, buildings, plant and equipment.
(b) Intangible assets, e.g., patent rights, franchises, rights of way,
goodwill.
(c) Investments in other companies made for purposes of control.
Expenditures which tend to enhance the value of property or its
efficiency may be charged as capital assets, or, to adopt a narrow view,
only those expenditures may be capitalized which tend to increase revenue
or diminish expenses.
CONTINGENT ASSETS:
Assets, the value or existence of which depends upon the occurrence
or non-occurrence of a certain event or upon the performance or non
performance of a certain act.
of
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CURRENT ASSETS:
Cash, receivables from outsiders, and inventories of stock-in-trade
which in the regular course of business will be readily and quickly realized,
together with such additional assets as may readily be converted into cash
without impairing the business or enterprise, e.g., marketable securities
other than those held for purposes of control, notes or accounts receivable
from officers, stockholders or employees.
There are other terms of similar meaning, though not strictly synony
mous with current assets, e.g., “quick assets” is most commonly used in
banking circles and includes those current assets which can and will be
quickly converted; “circulating assets” is commonly used by economists to
denote those current assets which arise from trading or business opera
tions; “floating assets” is an English term synonymous with circulating
assets; and “liquid” or “cash assets” are those assets of any kind which may
readily be converted into cash.
In some public utility accounting classifications the term “floating
capital” is used in place of “current assets.”

DEFERRED ASSETS:
(a) That portion of expense items which is applicable to the period
subsequent to the closing date.
As used in this sense a more desirable term would be “deferred
charges” or “deferred expenses,” inasmuch as the charge to operations is
the thing deferred and not the asset value.
(b) In some public utility accounting classifications the term is used
in a different sense as descriptive of funds set aside or held in trust, e.g.,
insurance, provident, fidelity and indemnity funds; advance payments on
contracts, etc. When “deferred assets” is used in this sense, the additional
term “unadjusted debits” is used as descriptive of that portion of expense
items applicable to a subsequent period as defined under (a).
(c) Of rare occurrence is the incidence of “deferred assets” as
properly denoting assets, the realization of which is long postponed, e.g.,
the capitalization of rentals by virtue of a provision in a leasehold whereby
said rentals may, at the option of the lessee, be applied on account of
purchase price.

DOUBTFUL ASSETS:
Assets the value or collectibility of which is uncertain.
FICTITIOUS ASSETS:
Assets which do not represent real value or assets which cannot be
realized.
The term, strictly speaking, is descriptive of book assets the value
or ownership of which is based upon false premises; it is frequently used,
however, synonymously with nominal assets and without suggestion of
fraud, to denote assets which exist in name only or have a negligible value.
FIXED ASSETS:
This term is synonymous with capital assets in undertakings in which
capital is employed for the purpose of producing revenue, but it may also
refer to tangible assets in undertakings in which there is no proprietary
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accountability, e.g., hospitals, religious and charitable organizations, edu
cational institutions.
The term “fixed” denotes a fixity of purpose or intent to continue
use or possession, and does not refer to the immobility of an asset, the
latter being the distinctive characteristic of “fixtures.”
INADMISSIBLE ASSETS:
Assets which must be excluded, by virtue of recent federal revenue
acts, in the computation of invested capital for profits-tax purposes.
PHYSICAL ASSETS:
Assets which have a physical existence, e.g., real estate, buildings,
machinery and equipment.
PLEDGED ASSETS:
Assets physically placed in trust (e.g., securities) or mortgaged (e.g.,
land, buildings, plant) to secure an obligation or for other purposes.
Synonyms: mortgaged assets, hypothecated assets.
QUICK ASSETS:
Cash, and other current assets which, in the ordinary course of business,
will be readily and quickly realized—a somewhat more restricted term than
current assets, and used most commonly in banking circles.
TANGIBLE ASSETS:
INTANGIBLE ASSETS:
The committee feels that on account of the changed meaning of these
terms the most acceptable definitions are those given in the revenue act of
1921 (substituting “tangible assets” in place of “tangible property,” as
quoted), viz.:
“The term ‘tangible property’ means stocks, bonds, notes and other
evidences of indebtedness, bills and accounts receivable, leaseholds and
other property other than intangible property.”
“The term ‘intangible property’ means patents, copyrights, secret
processes and formulas, goodwill, trade-marks, trade-brands, franchises
and other like property.”
Among those assets not specifically mentioned in the law, but con
sidered as tangible assets (by exclusion from “intangible property”) are
cash, inventories of stock-in-trade and all kinds of physical property.
Originally the term “tangible property” referred to assets which had
a physical existence or were susceptible to the touch, e.g., real estate,
buildings or machinery, and in that sense broadly corresponded to the legal
phrase “chose in possession,” as distinct from “intangible assets,” which
broadly corresponded to the legal phrase “chose in action.”
UNPLEDGED ASSETS:
Assets which have not been hypothecated and are held in actual or
constructive possession.
Synonyms: free assets, unmortgaged assets.
WASTING ASSETS:
Material assets (e.g., mines, timber lands, quarries), which diminish
in value by reason of and commensurately with the removal of their
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product, or immaterial assets (e.g., franchises, patents) which theoretically
diminish in value by reason of and commensurately with effluxion of time.
Synonym: diminishing assets.
WORKING ASSETS:
A term adopted as descriptive of assets intermediate in character
between capital and current; specifically, assets which are consumed in
the activities carried on without themselves forming an integral part of
the product, e.g., supplies used in operations.
ASSETS:
fixed
accrued
net quick
secret
floating
active
net slow
shifting
actual
free
nominal
slow
admissible
good
non-ledger
special
gross
available
non-liquid
specific
hidden
capital
non-productive
specified
hypothecated
obsolete
speculative
cash
immaterial
changeable
sundry
obsolescent
circulating
impersonal
other
surplus
inadmissible
contingent
passive
tangible
indeterminable
temporary
permanent
converted
trade
convertible
inflated
personal
intangible
unencumbered
current
physical
ledger
unmortgaged
dead
pledged
legal
deferred
productive
unpledged
liquid
unrealizable
deflated
quick
depleted
liquidated
real
unrealized
live
depreciated
realizable
unsecured
wasting
diminishing
material
realized
working
miscellaneous
doubtful
receivable
encumbered
mortgaged
reserved
equitable
net
saleable
net current
fictitious
secured
Communications may be addressed to any one of the undersigned.

Edward H. Moeran, chairman,
120 Broadway, New York.

Walter Mucklow,
420 Hill building, Jacksonville, Florida.
J. Hugh Jackson,
56 Pine street, New York.

CARESTON D. FAIRWEATHER
Careston D. Fairweather, member of the American Institute of
Accountants, certified public accountant of Minnesota, died April 29, 1923.
Mr. Fairweather was a partner of the firm of David Elder & Co., New
York, and a member of the Institute of Accountants and Actuaries in
Glasgow.
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